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Purpose: THIS RESEARCH aims to analyze the effect of financial knowledge, financial experience, and 
income on financial behavior through the internal locus of control of employees in Surabaya. 
Design/methodology/approach: The method used to determine the sample was purposive sampling and 
accidental sampling—the model used in this research area 100 respondents of employees in Surabaya. The data 
analysis technique used is the SmartPLS 3.0 software analysis. 
Findings: The research results that financial knowledge has a significant positive effect on the financial 
behavior of employees in Surabaya. Financial experience and income do not have a significant positive effect on 
the financial behavior of employees in Surabaya. Analysis of indirect variables using SEM PLS shows that locus 
of control internal can mediate financial knowledge and income on the financial behavior of employees in 
Surabaya. Meanwhile, the internal locus of power does not mediate financial experience on the financial 
behavior of employees in Surabaya. 
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I. INTRODUCTION 
Suppose you look at the times that continue to develop and advance. In that case, it can impact human 
consumption behavior, which always wants to follow current trends so that it tends to be less reasonable in 
managing their finances. This makes each individual always think short-term and less responsible for the use of 
money from his results. For example, where each individual will spend their income on things that are not on 
their needs but only for temporary desires to act consumptively in the use of money. If every individual does the 
same thing continuously, it will disrupt financial stability and end up with financial problems because the 
income earned cannot be adequately managed. Many individuals have sufficient income but often experience 
financial difficulties due to a lack of responsibility in economic behavior. Surabaya people have various jobs or 
livelihoods, for example, in agriculture, industry, and services. Based on the Surabaya Central Statistics Agency 
(BPS) data, the workforce in 2020 is 1,582,564 people, but for people who work in Surabaya in 2020, there are 
1,427,668 people. The Central Statistics Agency (BPS) Surabaya also noted that Surabaya's main employment 
field is the service sector, which is 77.58% or equivalent to (1,107,643 people). The second is the industrial or 
manufacturing sector, which is 21.75% or comparable with (310. The primary job status in Surabaya can be 
seen in Figure 1. 
Life in the city area will not guarantee that someone can manage their finances wisely because urban 
people will always experience changes in existing trends. Therefore, it will impact the high level of public 
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consumption so that their income will be difficult to allocate for saving. According to the results of a survey 
conducted by Bank Indonesia in 2019-2020 regarding the allocation of people's income in East Java, especially 
in the City of Surabaya per quarter, it can be seen in the table 1. 
 
Figure 1. Surabaya Community Jobs 2020 
Source: www.ok.go.id (processed by author) accessed on December 1, 2020. 
Table 1. The portion of Community Income in Surabaya Kota 
Revenue Allocation 
2019 
I II III IV 
Consumption 67.70% 69% 68.70% 68.70% 
Loan Payment 12.40% 11.40% 12.10% 11.70% 
Savings 19.80% 19.60% 19.20% 19.50% 
Revenue Allocation 
2020 
I II III IV 
Consumption 68.70% - 68.10% 69% 
Loan Payment 12.50% - 11.80% 11.10% 
Savings 18.70% - 20.10% 19.80% 
 Source: www.bi.go.id (processed by the author) accessed on January 11, 2021 
From the data above, it can be seen that the percentage of people's income allocation in Surabaya is mainly 
used for consumption, indicating that people still do not understand that bill payment and savings are part of 
financial behavior that results in instability in income allocation. If the individual cannot manage finances, his 
income will run out before earning income the following month. This is a phenomenon that shows the poor 
financial behavior of the people in Surabaya. In this study, employees are the targets who should fulfill financial 
behavior because an employee is a large enough component in society that has a high consumptive nature and 
plays an essential role in the country's economy. In addition, an employee is expected to have a mindset in 
managing sound finances to have healthy finances and avoid financial problems in the future.  
Research that discusses financial behavior is now starting to become a concern for researchers as 
evidenced by the differences in the results from previous studies including, Isnaeni, N, (2018) showing the 
results that financial knowledge has a significant effect on financial management behavior, while the results are 
different from research conducted by Rustiaria & Paramitha, (2017) shows that financial knowledge has no 
significant impact on economic behavior. A subsequent study conducted by Reviandani, (2019) showed that 
financial experience significantly affected financial behavior. The results were different from Widyaningrum, 
(2018) research, which showed that financial experience had no significant effect on economic behavior. 
Alexander & Pamungkas, (2019) showed that income level had no significant impact on financial behavior. 
From the contradictions of several phenomena and the results of the research above, the researcher tries to test 
the ability of the Internal Locus of Control as a mediating variable on financial behavior. 
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From several studies that have been carried out, there are differences in research results (research gaps) 
regarding the factors that influence financial behavior. This research was conducted to re-examine the problem 
in the study entitled "Analysis of Financial Behavior of Private Employees Surabaya." 
II. THEORETICAL REVIEW 
A.  Theoretical Basis 
In this methodology, the causality relationship of the effect of product knowledge on purchase intention, 
the impact of product knowledge on risk perception, the impact of risk perception on purchase intention, and the 
effect of product knowledge on purchase intention with perceived risk as an intervening variable, will show a 
model (path diagram) as in Picture 1. 
Theory of Planned Behavior (TPB), commonly referred to as the theory of planned behavior initially 
started as Theory of Reasoned Action in 1980, predicts a person's intentions and behavior. This theory is 
intended to explain all behaviors that are owned by a person's ability to exercise self-control. The component of 
this theory is behavioral intention which explains that behavioral choice is influenced by attitudes about the 
likelihood that behavior will have the expected outcome and subjective evaluation of the risks and benefits of 
that outcome. 
Social Cognitive Theory (Social Cognitive Theory) is a new name for social learning theory (Social 
Learning Theory) developed by Albert Bandura in the 1970s and 1980s. According to Bandura (1986) revealed 
that the human ability to learn is to be able to elaborate the social learning process with cognitive and behavioral 
factors that influence a person, such as presenting events, analyzing conscious experiences, planning to create, 
communicate with others, imagine and perform actions accompanied by calculations. . In this case, it is 
explained that learning directly or indirectly usually involves other people in social settings. In conditions like 
this, a person managing his finances can follow individual behavior by getting a return (income) more 
significant than what has been spent but learn from the environment around someone in terms of managing 
finances, most of which imitate something in their environment. 
 
B.  Financial Behavior 
This study uses a conclusive research design, and this is because the primary purpose of conclusive 
research is to test specific hypotheses and test particular relationships. This research is based on a representative 
sample, and the resulting data is analyzed quantitatively. The type of conclusive research used is causal research 
aiming to obtain evidence of a causal relationship between variables. 
According to Kholilah & Iramani, (2013), explaining financial behavior is a person's ability to manage 
(planning, budgeting, checking, managing, controlling, searching, and storing) daily monetary funds. 
Meanwhile, Perry & Morris, (2005) explain that financial management behavior is the tendency of individuals 
to plan, save, and control the expenditure of their monetary funds. Financial planning is the process of an 
individual trying to achieve his financial goals through a comprehensive implementation of a financial plan 
(Sobaya et al., 2016).  
 
C. Internal Locus of Control 
The operational definition defines a variable (which is expressed in the concept definition) operationally, 
in practice, in real terms, within the scope of the research object or object under study. The variables used in this 
study are described as follows: 
According to Ida & Dwinta, (2010), individuals with an Internal Locus of Control tend to think that skills, 
abilities, and efforts determine what they get in life. Life is defined by forces outside oneself, such as fate, 
destiny, luck, and other people in power. Individuals who believe that chance or events in their lives are under 
their control are said to have an internal locus of control. While individuals who say that the environment has 
control over the fate or events that occur in their lives are said to have an external locus of control. Therefore, 
 
D. Financial Knowledge 
According to Garman & Forgue, (2010), financial knowledge is knowledge of facts, concepts, principles, 
and technology so that everyone is smart about money. A person who has financial knowledge can improve 
one's ability to deal with everyday financial problems and help in making financial decisions. Atkinson & 
Messy, (2011) suggest that financial knowledge combines awareness, knowledge, behavioral abilities, and 
habits needed to make the right financial decisions and ultimately achieve a satisfactory financial condition. 
Financial knowledge emphasizes the importance of applying knowledge and skills in finance in making 
financial decisions. 
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E. Financial Experience 
According to Pritazahara & Sriwidodo, (2018), financial experiences are events related to finances that 
have been experienced (lived, felt, borne, and so on) either for a long time or recently. From financial 
experience, it can be used for capital in managing finances. Silvy & Yulianti, (2013) state that financial 
experience can make monetary judgments or decisions to determine financial planning and management to 
assess the usefulness of current and future financial management. According to Triani & Mulyadi, (2019), 
individual financial experiences are personal events that occur in response to several types of stimuli. Financial 
experience can make people more receptive to financial learning and relate it to internal encouragement to 
acquire good financial literacy. 
 
F. Income 
Income is the amount of income earned by the community for their work performance in a certain period, 
either daily, weekly, monthly, or yearly (Sadono & Sukirno, 2006). Furthermore, according to Alexander & 
Pamungkas, (2019) stated that income or income is not only obtained from salary or wages but there are many 
types of income that individuals must also include in income, such as bonuses and commissions, child support 
and allowances, public assistance, social security benefits, pensions. And revenue sharing, scholarships and 
grants, interest and dividends received (from savings accounts, investments, bonds, or loans to others), income 
from asset sales, and other income (gifts, tax refunds, rent, royalties). 
 
G. Conceptual Framework 
The conceptual framework in this study, as shown in Figure 2. 
 
                                        Information:        Direct Influence 
 Indirect Influence 
Figure 2. conceptual framework 
H. Hypothesis 
The hypothesis is a quick answer to the problem formulation research, where the formulation of the 
research problem has been stated in the question. Based on the conceptual framework, the hypotheses in this 
study are as follows: 
H1: Financial knowledge affect financial behavior employee private Surabaya. 
H2: Experience finance affects financial behavior employee private Surabaya. 
H3: Income affects financial behavior employee private Surabaya. 
H4: Financial knowledge affects the financial behavior of Surabaya private employees through the 
Internal Locus of Control. 
H5: Financial experience affects the financial behavior of Surabaya private employees through Internal 
Locus of Control. 
H6: Income affects the financial behavior of Surabaya private employees through the Internal Locus of 
Control. 
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III. RESEARCH METHODS  
This research belongs to quantitative analysis, where the data are expressed in numbers and analyzed by 
statistical techniques, and the population is Surabaya private employees. Based on a population of 1,427,668 
people using the Slovin formula with an error rate of 10%. Then this sample is taken as many as 100 people as 
respondents. This research uses the purposive sampling method and accidental sampling. There are two types of 
data used in the research process, namely primary and secondary. Management of data in this study using 
Software SmartPLS 3.0. 
IV. RESULTS AND DISCUSSION 
A. Characteristic of Respodents 
The respondents included five characteristics in this study, namely gender, age, status, last education, and 
income. Of the 100 questionnaires distributed, all of them were successfully collected and declared eligible for 
further analysis. The results of the researchers' observations can be presented as follows Tabel 2 
Table 2. Characteristics of Respondents 
Category  Frequency Percentage 
Gender Men 45 45% 
    
 Woman 55 55% 
Age > 5O Years 4 4% 
 41 - 50 Years 6 6% 
 30 - 40 Years 26 26% 
 18 - 29 Years 64 64% 
Status Single 58 58% 
 Married 42 42% 
Last education Postgraduate 9 9% 
 Bachelor 66 66% 
 Diploma 14 14% 
 high school 11 11% 
Income > 9,000,000 8 8% 
 7,000,000 - 9,000,000 5 5% 
 5,000,000 - 7,000,000 14 14% 
 4,300,479 - 5,000,000 73% 73% 
 
 
B. Descriptive Analysis 
a. Evaluation of The Reflective Measurement Model (Outer Model) 
Evaluation of the reflective measurement model evaluates the relationship between variables and 
their indicators where arrows indicate the depiction from constructs (ellipse in shape) to several indicators 
(box in shape). This evaluation includes three aspects assessed, namely Convergent Validity, Discriminant 
Validity, and Composite Reliability. 
 
1. Convergent Validity Test (Convergent Validity) 
Convergent validity aims to measure the suitability between the indicators of the measurement 
results of the variables and the theoretical concepts that explain the existence of hands of these 
variables.  
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Figure 3. Output Path Diagram (Outer Model) 
Source: SmartPLS Output (2021) 
From Figure 3, it can be seen that the magnitude of the loading factor is estimated from each 
indicator that measures the construct. The estimation results show that all hands have met good validity 
because they have a loading factor of more than 0.50. Because the validity test with outer loadings has 
been fulfilled, the measurement model can be tested further. 
 
2. Discriminant Validity Test (Discriminant Validity) 
Discriminant Validity is the level of differentiation of an indicator in measuring instrument 
constructs.The basis for determining the Fornell Larcker Criterion value in Table 3. is based on the 
row. It can be seen that the value of√𝐴𝑉𝐸 Internal Locus of Control variable (Y1) is 0.792. In contrast, 
the highest correlation value of the Internal Locus of Control variable (Y1) with other variables is only 
0.728, adjust like that variable √𝐴𝑉𝐸Internal Internal Locus of Control (Y1) more significant than the 
correlation of other variables. Similarly, the other variables show a more substantial correlation than 
the correlation between variables. So that the terms of Discriminant Validity have been 
met.√𝐴𝑉𝐸√𝑅𝐴𝐺𝐸 
 
3. Composite Reliability 
The specific Composite Realibilty value accepted in exploratory research is in the range of 0.60 to 
0.70 (Hair, 2014). The construct is said to have high reliability if the value is 0.70. We can see this can 
be accepted or not as follows Tabel 3. 
From table 4, the Composite Reliability test results show that all constructs are reliable or have an 
acceptable composite reliability value. This is because the combined reliability value for each construct 
is more significant than 0.7. Another measurement used to test reliability is Cronbach Alpha, said to be 
reliable if the Cronbach Alpha value is more important than 0.6. The table of Cronbach Alpha values in 
this study is as follows Tabel 5 
From Table 5, Cronbach's Alpha test results indicate that all constructs are reliable or have an 
acceptable Cronbach's Alpha value. Another measurement that is also used to test reliability is Average 
Variance Extracted (AVE). The AVE value aims to measure the level of variance of a construct 
component collected from its indicators by adjusting the error level. Tests with AVE values are more 
critical than composite reliability. The minimum recommended AVE value is 0.50. The AVE output 
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Table 3. Fornell Larcker Criterion 
  











Internal Locus of 
Control (Y1) 
0,792     
Revenue (X3) 0,460 0,808    
Financial 
Experience (X2) 
0,329 0,607 0,820   
Financial 
Knowledge (X1) 
0,428 0,495 0,241 0,805  
Financial 
Behavior (Y2) 
0,728 0,537 0,357 0,582 0,812 
   Source: SmartPLS Output (2021) 
Table 4. Composite Reliability 
 Composite Reliability 
Locus of Control (Y1) 0.870 
Revenue (X3) 0.881 
Financial Experience (X2) 0.891 
Financial Knowledge (X1) 0.880 
Financial Behavior (Y2) 0.931 
                Source: SmartPLS Output (2021) 
 
From Table 6, the test results with the AVE value indicate that all constructs have potential 
reliability to be tested further. This is because the AVE value for all constructs is more significant than 
0.50. 
Table 6.  Average Variance Extracted (AVE) 
 Average Variance Extracted (AVE) 
Internal Locus of Control (Y1) 0.627 
Revenue (X3) 0.653 
Financial Experience (X2) 0.672 
Financial Knowledge (X1) 0.649 
Financial Behavior (Y2) 0.660 
  Source: SmartPLS Output (2021) 
 
Structural Model Evaluation (Inner Model) 
The evaluation of the structural model aims to test whether or not there is an influence between 
constructs, R Square, and the effect of an indirect relationship between constructs. The structural model was 
evaluated using p-value to determine the significance of the structural path parameter coefficients and R 
Square to determine the effect of the independent latent variable on the latent dependent variable whether it 
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Table 7. R Square Value 
 R Square 
Internal Locus of Control (Y1) 0.272 
Financial Behavior (Y2) 0.757 
   Source: SmartPLS Output (2021) 
The R Square (Tabel 7.) value of the Internal Locus of Control variable (Y1) is 0.272, meaning that 
the variables of Financial Knowledge, Financial Experience, and Income are simultaneously able to explain 
the effect on the Internal Locus of Control variable (Y1) of 27.2% while the remaining 72.8% explained by 
other variables outside the model under study. While the R Square value of the Financial Behavior variable 
(Y2) is 0.757, which means that the variable Financial Knowledge, Financial Experience, Income, Internal 
Locus of Control is simultaneously able to explain its influence on the Financial Behavior variable (Y2) of 
75.7%. In comparison, the remaining 24.5 % is explained by other variables outside the model under study. 
 
Evaluation of The Significance of Pathway Relationship in Research Hypotheses 
To conclude whether the hypothesis is accepted or rejected, the T-Statistic value or p-value at a 
significance of = 5% or 0.05 is used. If T-Statistic > 1.96 or p-value < 0.05, then H0 is rejected, meaning 
that there is an effect. On the other hand, if the p-value > 0.05, then H0 is accepted, indicating no effect. 
From Table 8, it can be seen that financial knowledge has a significant effect on economic 
behavior, with Path Coefficients of 0.242 and P-Value of 0.000 < 0.50, then there is an effect or Significant 
(Positive). This shows that at Surabaya, generally, private employees have excellent and wise financial 
knowledge, so that they have good financial behavior as well. The higher the level of financial 
understanding of a person, the better the financial behavior he shows, and the pattern of behavior will also 
increase. This research is in line with research was done previously by Alexander & Pamungkas, (2019) 
that financial knowledge will enable individuals to use the money they have for what they need. 
Table 8. Path Coefficients 
Path Path Coefficients 
T 
Statistic 
P Values Information 
Income (X3) → Financial 
Behavior (Y2) 
0,095 1,242 0,215 No Influence 
Financial Experience 
(X2) → Financial 
Behavior (Y2) 
0,019 0,234 0,815 No Influence 
Financial Knowledge 
(X1) → Financial 
Behavior (Y2) 




      Source: SmartPLS Output (2021) 
Financial experience does not significantly affect economic behavior, with Path Coefficients of 
0.019 and P-Value of 0.815 > 0.50, then there is no effect or Non-Significant (Positive).  This shows that 
Surabaya private employees with or without financial experience cannot affect their financial behavior. It 
will have a terrible impact on economic welfare because when individuals cannot control or spend their 
money correctly and wisely, it will be challenging to meet their daily needs. Based on the results of this 
study, it is in line with previous research by Widyaningrum, (2018), which states that the level of financial 
experience does not affect a person's economic behavior. It has an unfavorable impact on planning, 
controlling, and spending the money they have. 
Income has no significant effect on financial behavior, with Path Coefficients of 0.095 and P-
Value of 0.215 > 0.50. There is no effect or Non-Significant (Positive). This explains that the size of the 
income earned respondent does not affect their financial management behavior. It can be seen from the total 
individual income derived from salaries, bonuses, incentives, side businesses, and returns from investment. 
In general, the income level is sufficient to determine consumption patterns, and high income allows a 
person's consumption pattern to be increased. Based on the results of this study, it is in line with previous 
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research by Arifin & Zainul, (2017) that income level does not affect financial behavior, this means that 
individual incomes, whether high or low, are not always able to manage their expenses in a good way, but 
are caused by behavior. Irresponsible finances and quick thinking tendencies. 
 
Evaluation of The Significance of The Indirect Path Relationship (Indirect Effect) 
To conclude the indirect effect or the mediating effect (intervening), whether the hypothesis is 
accepted or rejected, the T-Statistic value or p-value is used at a significance of = 5% or 0.05. If the T-
Statistic > 1.96 or p-value < 0.05, then H0 is rejected, meaning a mediating effect on the pathway. On the 
other hand, if the p-value > 0.05, then H0 is accepted, indicating no mediating effect. 
Table 9. Specific Indirect Effects 
Path Path Coefficients 
T 
Statistic 
P Values Information 
Financial Experience 
(X2)→ Internal Locus of 
Vontrol (Y1) → 
Financial Behavior (Y2) 




Income (X3) → Internal 
Locus of Control (Y1) → 
Financial Behavior (Y2) 
0.177 2.128 0.034 
There is a 
Mediation 
Effect 
Financial Knowledge  
(X2)→ Internal Locus of 
Vontrol (Y1) → 
Financial Behavior (Y2) 
0.184 2.783 0,006 
There is a 
Mediation 
Effect 
            Source: SmartPLS Output (2021) 
From Table 9, it can be seen that financial knowledge significant effect on financial behavior 
through the Internal Locus of Control. In this study, the Internal Locus of Control variable can mediate the 
relationship between financial knowledge and financial behavior. With path coefficients of 0.184 and P-
Value of 0.006 < 0.50, there is a mediating effect or Significant (Positive). This explains that Surabaya 
private employees have sound financial knowledge based on good self-control, so they have confidence in 
how important financial planning is. Suppose it is accompanied by self-control, then Surabaya private 
employees form more responsible economic behavior. Based on the results of this study, it is in line with 
previous research by Kholilah & Iramani, (2013), which revealed that Internal Locus of Control mediates 
the effect of financial knowledge on financial behavior. The study indicates that someone who knows how 
or has good knowledge and knows the benefits of preparing a financial plan (budget) will form good self-
control in the form of confidence and solve financial problems so that their financial management behavior 
is good too. 
No financial experience significant effect on financial behavior through the Internal Locus of 
Control. In this study, the Internal Locus of Control variable could not mediate the relationship between 
financial experience and financial behavior, with path coefficients of 0.070 and a P-Value value of 0.347 > 
0.50. There is no mediating effect or Non-Significant (Positive). Besides, financial experience also cannot 
directly influence economic behavior. This shows that Surabaya private employees' level of financial 
expertise not can influence financial behavior either directly or through the Internal Locus of Control. 
When financial experience is based on self-control which should be able to make individuals more 
responsible in good financial behavior and can be seen from various aspects, namely from the level of 
experience in investing, both long-term and short-term investments, the ability to plan finances to prioritize 
needs rather than desire, level of education, and set aside income to save so that it can be used for future 
needs. Related to this, then Surabaya private employees are not good enough to run it. The level of 
financial experience based on self-control or self-control does not affect his economic behavior. Based on 
the results of this study, it is in line with the research of Grable et al., (2009), which states that the Internal 
Locus of Control does not mediate the effect of financial experience on financial behavior because when 
individual Failing to plan a budget and to experience economic waste will blame themselves for not being 
able to carry out and realize the budget as planned.  
Incomesignificant effect on financial behavior through the Internal Locus of Control. In this 
study, the Internal Locus of Control variable can mediate the relationship between income and economic 
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behavior. With path coefficients of 0.177 and a P-Value of 0.034 < 0.50, there is a mediating effect or 
Significant (Positive). This explains that the size of the income earned by Surabaya private employees 
must be based on good self-control to form good and more responsible financial behavior, this is due to the 
existence of self-control or control over oneself that can affect Surabaya private employees in terms of 
economic behavior. Related to this, regardless of the level of income a person has, if it is not accompanied 
by good self-control, it will form poor financial behavior as well. For someone to have good economic 
behavior, it must be based on a good Internal Locus of Control (self-control). Based on the results of this 
study, it is in line with the research of Perry & Morris, (2005), which suggests that the Internal Locus of 
Control mediates the relationship between income level and financial management behavior. The study 
indicates that how much income you have, if not accompanied by good self-control, will affect managing 
finances. 
V. CONCLUSION 
Based on the results of the analysis of the discussion and research on the financial behavior of Surabaya 
private employees, the following conclusions can be drawn: 
1. This study indicates that financial knowledge plays an essential role in the financial behavior of 
Surabaya private employees. Especially investment indicators are the factors that get the highest 
returns in encouraging financial behavior carried out with the hope of getting profits in the future. 
2. This study indicates that financial knowledge plays an essential role in financial behavior through 
the internal locus of control. This explains that Surabaya private employees have sound financial 
knowledge when it is based on good self-control, so they believe that how important financial 
planning is if it is accompanied by self-control. An individual can form wiser and more responsible 
economic behavior. 
3. This study indicates that income plays a vital role in financial behavior through the internal locus 
of control. This explains that the size of the income earned by Surabaya private employees must be 
based on good self-control to form good and more responsible financial behavior. This is due to 
self-control or self-control that can affect individuals in their economic behavior. Related to this, 
regardless of the level of income a person has, if it is not accompanied by good self-control, it will 
form poor financial behavior as well. For someone to have good economic behavior, it must be 
based on a good Internal Locus of Control (self-control). 
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